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OATH OR AFFIRMATION

I, ROBERT C. GROW . , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
SPECTRUM CAPITAL, INC. , @s

of DECEMBER 31 ,20_06___, are truc and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

PN A
~ M UN P

Signature

PRESIDENT

’U)\L Gﬂ, GENERAL NOTARY-State of Nebraska

KRISTIN HERRBOLDT
per My Comm. Exp. Dae, 15, 2009

Title

Notary*Public

—

his report ** contains (check all applicable boxes):

ol (a) Facing Page.

(b} Statement of Financial Condition.

(c) Statement of Income (Loss),

(d) Statement of Changes in Financial Condition.

(c) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital,

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

{n) A reportdescribingany material inadequacies found to exist or found to have existed since the date of the previous audit.

HOB 0O E00BOEEBEER

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR’S REPORT

Nichols, Rise &
Company, L.L.P.

Certified Public Accountants and Consultants

To the Board of Directors and Stockholders
Spectrum Capital, Inc.

We have audited the accompanying statement of financial condition of Spectrum Capital, Inc. as of
December 31, 2006, and the related statements of income, changes in stockholder’s equity, and cash flows
for the year then ended that you are filing pursuant to rufe 17a-5 under the Securities Exchange Act of
1934. These financial statements are the responsibility of the Company’s management. Our responsibility
is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the firancial statements are free of material misstatement, An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by managermnent, as well
as evaluating the overall financial statement presentation. We believe that our audit of the financial
statements provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Spectrum Capital, Inc. at December 31, 2006, and the results of its operations and

its cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

Our andit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The accompanying supplemental information, as listed in the index, is presented for purposes
of additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

Pt e < gy S5F
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W. F. Sikley. CPA
R. L Stinger, CPA
D. L. Lacey, CPA
5. B. Bicher, CPA
C. D. Merry, CPA
B W, Grenko, CPA
L. M. Shoemaker,
CPA, CMA

£. C. Nichols, CPA
{1916.2603)

C. L. Rise, CPA
{1921-2003)

J. Tutile. CPA

R Goodwin, CPA
E. Hiil, CPA

J. Walchek, CPA
R. Evicson, CPA
K. Beecher, CPA
8. J. Kooiker, CPA
P. M. Riemer, CPA
8. E. Boden

I & Maise

D. L, Sands

J A. Theisen

J. A Perez

L
s
A.
A.
R.
L

P. K. Peters
V. A. Steenhock
C. R Karrer

Member of AICPA
Division for
Certified Public
Arcounting Firms




SPECTRUM CAPITAL, INC.
STATEMENT OF FINANCIAL CONDITION

December 31, 2006

ASSETS
Current Assets:
Cash . . e § 131,011
Commissions Receivable .. ... ... ... . . i 185,322
Receivable from Clearing Organization . ............................. 5,964
Other Receivables . ... ..o i e e 94,886
Deposit with Clearing Organization ............. ... . iviiiinien... 100,000
Prepaid Expenses ......... ...t 20,475
¥ 537,658
Furniture and Equipment, Net ... . ............... ... ... .. ..o.oo. 22,069
Goodwill . ... . e 243,000
Total Assets : $ 802,727
LIABILITIES AND STOCKHOLDER’S EQUITY
Current Liabilities:
Payable to Clearing Organization . ............. ... ... h) 1,954
Accounts Payable ... ... ... ... ... e 16,539
Commissions Payable ....... ... ... ... .. . . . e, 334,835
$ 353,328
Stockholder’s Equity:
Common Stock . ... .. 15,000
Paid-In Capital ........... ... . . e 448,000
Retained Eamings (Deficit) . ...... ... ... . . i {13,601
449.399
Total Liabilities and Stockholder’s Equity : £ 8727

See accompanying notes 3




SPECTRUM CAPITAL, INC,
STATEMENT OF INCOME

Year Ended December 31, 2006

Revenues:
COMMIS S 0N « ot ittt e e e e e e $ 3,598,721
Transaction Fees . ... .. . i e 193,925
Miscellaneous ...................... e e e 10,323
= - 13,221
$ 3,816,190
Operating Expenses;
Commission EXPENse . ... ... it i e 3,106,876
Management Fee . ... ... .. .. . e 81,434
Transaction Clearing EXPense .. ... ... iii i, 81,141
Salaries, Payroll Taxes,and Benefits ................................ 267,411
Insurance, Net of Representatives® Reimbursements ., .................. (4,892)
Depreciation and Amortization . ..... .. ... ... oo 42,817
Professional Fees . .. ... ... .. ... .. . i i 8,656
O 0 . i 35,019
Licensing Fees .. ... i i i e 27,274
Computer/Data Communications ................. . ... . 54,574
1= 1T 56,585
Sales, Training, Marketing ......... ... ... ... .. . i, 27,551
L0131 19,352
3,803,798
Net Income $ 12,392

See accorhpanying notes 4




SPECTRUM CAPITAL, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

Year Ended December 31, 2006

Issued Common Paid-In Retained Stockholder’s
Shares Stock Capitat Eamings Equity

December 31,2005 ... ... ........... .. 100 § 15000 $ 448000 § (i0,993) $ 452,007

Dividends ............. ... ..., (15,000) (15,000)
Netlncome . ........... . ... i, 12,392 12,392
December 31, 2006 100 $§ 15000 S 448000 $ (13,601) $ 449399

Common Stock:

Par Value - None
Authorized 20,000 Shares

See accompanying notes




SPECTRUM CAPITAL, INC.
STATEMENT OF CASH FLOWS

Year Ended December 31, 2006

Cash Flows from Operating Activities:

D00 1Tl s T = $ 12,392
Adjustments to Reconcile Net Income to Net Cash Provided by Operating
Activities:
Depreciation and Amortization ............... ... ... 42,817
Changes in Operating Assets and Liabilities:
Receivables ... ... . i i e e (123,267)
Prepaid Expenses ... ... ... ... . . . e (4,447)
Accounts and Commissions Payable . ............... ..o vt 76.163

Net Cash Provided by Operating Activities . ... .. ... .. ... .. . ... . .. ...
Cash Flows Used by Financing Activities:
Dividends Paid . ... ... e e e e e
NetChangeinCash . ... ... . . i e it e i e
Cash - Beginning of Year .. .. ... i i e e

Cash - December 31,

See accompanying notes

$ 3,658

(15.000)

(11,342)

142,353

s__131,011




NOTES TO FINANCIAL STATEMENTS

ORGANIZATION AND OPERATIONS
Spectrum Capital, Inc. is an introducing broker-dealer registered with the National Association of Securities Dealers
(NASD). The Company is engaged in the sale of mutual funds, stocks, bonds, variable annuities, and variable universal

life insurance. The Company executes and clears trades through an unaffiliated brokerage firm on a fully disclosed basis.

The Company is a wholly owned subsidiary of Premier Financial, Inc.

ACCOUNTING POLICIES
Accounting Method

The financial statements are prepared on the accrual basis of accounting. Commission income is recorded on a
trade-date basis.

Depreciation and Amortization
Depreciation and amortization are computed on the straight-line method over the estimated useful tives ofthe assets.
Income Taxes
The Company is included in the consolidated income tax return of its parent company. No provision for income
taxes has been made in the accompanying financial statements because the Company has elected to be taxed as a
“qualified sub-chapter S subsidiary.” Under this election, the Company’s net income is reported by the shareholders of
the parent company on their individual returns.
Use of Estimates
The financial statements are prepared in conformity with accounting principles generally accepted in the United
States of America and, accordingly, include amounts that are based on management’s estimates and judgments.

NON-COMPETE AGREEMENT, NET

The non-compete agreement is being amortized over its three-year life using the straight-line method. Amortization
expense for 2006 is $27,083.

L 3 $ 150,000
Accumulated AMOrtizZation . . .. .. ... e e T (150,000)

Bock Value, December 31, 2006 $ 0



FURNITURE AND EQUIPMENT, NET

Fumiture and equipment are as follows:

Estimated Net
Lives Cost Investment
Computer Equipment ......................... ... S5years § 37,399 § 10,467
Office Furniture and Equipment . .. .................. 7 years 18,822 10,847
Computer Software .......... ... ... ... ... .. ... 3-5 years 27,527 755

b 83,748 § 22,069

Depreciation expense is $15,734 for 2006. Accumulated depreciation at December 31, 2006, is $61,679.

GOODWILL

Goodwill arises from the purchase of assets from the former parent company. The purchase cost in excess of the
fair value of tangible and identifiable intangible assets is recorded as goodwill. SFAS No. 142, “Goodwill and Other
Intangible Assets,” requires that goodwill not be amortized, but that it be reviewed annually for impairment. If, based
on these reviews, goodwill is found to be impaired, the carrying value will be adjusted through a charge to earnings.
Management believes that there has been no impairment of goodwill,

Cost and Carrying Value $ 243,000

NET CAPITAL AND NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC Rule 15¢3-1),
which requires maintenance of minimum net capital of $50,000 and requires that the ratio of aggregate indebtedness to
net capital shall not exceed 1510 1. At December 31, 2006, the Company had net capital of $61,919 and a net capital
ratioof 5.7 to 1.

RELATED-PARTY TRANSACTIONS

The Company paid its parent for the following items:

Management Fee ..o e e e $ 81,434
Reimbursement of Employee Benefits ... ... .. ... ... ... . 39,043
Reimbursement of Insurance . .. ... . . . e 34,022

The parent paid the Company for the following item:
Reimbursement of Office Wages . ... ... . o i i i iii i b 21,079
The Company paid its sole sharcholder for the following item:

OIS IOMS o v v ettt et e e et s e e e e e $ 18,106

Inctuded in Other Receivables is $39,198 that is due from the parent company; it is treated as an open account,




OPERATING LEASES

The Company leases its office space under a lease ending May 31, 2010, which calls for monthly rent of $3,234,
increasing to $3,443 in December 2008. It also leases office equipment for a total of $554 per month under leases ending
in 2007 and 2008.

Minimum lease payments are as follows:

2007 e e e e $ 45,272
L 42,661
200D L e 41316
2000 17,215

Total rent expense for all operating leases is $56,585 in 2006,

RETIREMENT PLAN

The Company has a Savings Incentive Match Plan for Employees of Small Employers (SIMPLE). Under the plan,
the employee may make contributions of up to $10,000 annually. The Company has chosen to make non-elective
contributions of 2%. Expense under this plan was $5,964 for the year ended December 31, 2006.
FINANCIAL INSTRUMENTS AND CREDIT CONCENTRATION RISKS

The Company utilizes a carrying broker to execute and settle securities transactions on behalf of the Company’s
customets. [n the event that a Company customer is unable to fulfill his contractual obligations, the Company is required
to indemnify the carrying broker for any loss suffered.

Bank balances often exceed the FDIC insured limit of $100,000.

Approximately 30% of the Company’s revenue comes from a group of affiliated banks. The agreement with these
banks expires in July 2009,



SUPPLEMENTAL INFORMATION



SPECTRUM CAPITAL, INC.
RECONCILIATION OF NET CAPITAL AND RESERVE REQUIREMENT COMPUTATIONS

December 31, 2006

Reconciliation of Net Capital
Net Capital Per Unaudited FOCUS Report - December 31, 2006

Audit Adjustments:
Net Capital Per Audited FOCUS Report - December 31, 2006
Reserve Requirement

The Company is exempt from the reserve requirements under rule 15¢-3-3(k)(2} of the Securities and
Exchange Commission,

$

$

61,919

61,919




OMB APPROVAL
UNITED STATES xpires: | January 51 3000
SECURITIES AND EXCHANGE COMMISSION Estimated average burden
Washingtor, D.C. 20549 hours perresponse. . .. .. 12.00
X 1 7 A_ 5 (Financial and Operational Combined Uniform Single Report)
|

PART 1A

(Please read instructions before preparing Form.)

This report is being filed pursuant lo (Check Applicable Block(s)):
1) Rule 17a-5(a) [ [16] 2) Rule 17a-5(b) [ [17] 3) Rule 17a-11
4) Special request by designated examining authority [ ]19 ] 5) Other 17a-5(d)
NAME OF BROKER-DEALER SEC FILE NO.
' 8-43627 [147]
FIRM 1.D. NO.
SPECTRUM CAPITAL, INC. [(13]
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Not Use P.0. Box No.) 28303 [15]
FOR PERIOD BEGINNING (MM/DDAYY}
6910 PACIFIC STREET, SUITE 214 [(20] :
{No. and Street) 01/01/06 [24]
AND ENDING (MM/DD/YY)
OMAHA [21] NEBRASKA [22]68106 [23]
(City) {State) {Zip Code) 12/31/06 - [25]
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT (Area Code) — Telephone No.
ROBERT C. GROW, PRESIDENT [30] (402) 333-1888 [37]
NAME(S) OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: OFFICIAL USE
[37] [33]
[34] [35]
[36] {37]
[38] [39]
[ Il DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS?  YES [ 40 Nno [ X [41]
CHECK HERE IF RESPONDENT IS FILING AN AUDITED REPORT
EXECUTION:

The registrant/broker or dealer submitting this form and its attachments and the person({s) by
whom it is executed represent hereby that all information contained therein is true, correct and
complete. It is understoad that all required items, statements, and schedules are considered
inlegral‘rans of this Form and that the submission of any amendment represents that all

unamended items, statements and schedules remain true, correct and camplete as previously
submitted.

Dated the day of 20

Manua! signatures of:

1)

Principal Executive Officer or Managing Pariner
2)

Principal Financial Officer or Partner
3)

Principal Operations Officer or Partner

ATTENTION — Intentional misstatements or omissions of facts constitute Federal
Criminal Violations, (See 18 U.5.G. 1001 and 15 U.S.C. 78:1(a))

l— —I Persons who respond to the collection of information contained in this
form are not required to respond unless the form displays a currently valid

OMB control number, SEC 1696 (02-03) 1 of 16




INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

NAME (I individual, state last, first, middle name)

' TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:
|
|

NICHOLS, RISE & COMPANY, L.L.P. (T
ADDRESS

| 705 DOUGLAS STREET, SUITE 502 r‘ﬂ"’] SIOUX CITY [72] IOWA 73] 51101 [74)
Number and Streel City Slale Zip Code
§ CHECK ONE
|

Certified Public Accountant FOR SEC USE

[} Public Accountant

[C] Accountant not resident in United States

or any of ils possessions
DO NOT WRITE UNDER THIS LINE . . . FOR SEC USE ONLY
WORK LOCATION REPORT DATE 00C. SEQ. ND. CARD
: MM/DD/YY
[ 50 ] [51] sz [s3

|
SEC 1696 (02-03) 2 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART [IA

L
1

BROKER OR DEALER

N3 o
SPECTRUM CAPITAL, INC. HHREEN

10.

1.
12

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

as of (MM/DD/YY) 12/31/06 99
SEC ALE NO. 3-43627 58
Consolidated | | 158

Unconsolidated | X ] 149

Allowabla Non-Allowable Total

Cashl v e $ 131,011 [200] $ 131,011 f7s0]

Receivables from brokers or dealers:
A. Clearance account L% 5,964 |295
8. Other... . 100,000 [300]s$ 550 105,964 {810
Reteivable from NON-CUSIOMETS .......oescecsesssssensens 178,272 | 355 101,936 [e00 280,208 [s30
Securities and spol commodities
owned at market value:

A. Exempted SeCURLIES ...coomreeeeermisvenirnnes . 418
B. Debl SECUMLES ....ccvvcrrvvcersesssrrrnsrsrrsrsransersersranees 419
C. Options....
D. Other securities 424
E. Spot commodities 430
Securities and/or other investments

nof readily marketable:

A. Atcosty § 130 i
B. Atestimated fair value ...t I 440 | 610
Secwrities borrowed under subordination

agreements and partners’ individua! and capital

| 850 |
| 860 }
securities accounts, at market vatue: 460 [ 630 l | 880 |
] 890 l

"

-t

A. "Exempted

secusities $ I 150 |

B. Other

securities $ I 160 |

Secured demand notes: 470 l 640 |
Market vatue of collateral:
A. Exempted

securities $ l 170 |

B. Other

securities $ [ 180 |

Memberships in exchanges:
A. Owned, at ’ )
market $ 190
B. Owned, a1 COSL ......oceerricniscercssnmrr s arsasenssnens 650

C. Contributed for use of the company, at
markel value .....

Investment In and receivables from affifales,

subsidiaries and associated partnerships ... veerienees 480 670 30

Property, furniture, equipment, leasehold

improvements and rights under lease agreements,

at cost-net of accumulated depreciation and

amartization 450 22,069 [680]% 22,069 | 920

Other assets 53§ 263,475 | 7135 263,475 [ 030
TOTAL ASSETS %3 415,247 | 540 1% 387,480 {740 ] 8 802,727 T a40

OMIT PENNIES

g

660

ol

SEC 1696 (02-03) 3 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A
BROKER OR DEALER asof__12/31/06
SPECTRUM CAPITAL, INC. '
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
LIABILITIES AND OWNERSHIP EQUITY
Al Non-A.l
Liabilities Liabilities Liabilities Total
13. Bank loans payable $ 1045; $ [12558%; § 470}
14. Payable to brokers or dealers: )
A. Clearance account 1,954 [1114 1315 1,954 [3se0
B. Other.. renretrarere s Yo 1115 1305 1540
15. Payable to nOn-CUSTOMErS vucersrsrssssrssssrersrsseas 1155 1355 1610
16. Securities sold not yet purchased,
at market value .............. [[i3¢0) [1620}
17. Accounts payable, accrued liabilities,
expenses and other 351,374 [1205] [ 13851 351,374 [_1@
18. Noles and mortgages payable:
A, Unsecured 1210 1690
B. Secured 121, (7390] v, 1700
19. E. Liabilties subordinated 1o claims
of general creditors:
A. Cash DOITOWINGS: ......vvermessnenseranees [1400] 1710
1. from oulsiders% $ [ o78]
2. includes equity subordination {15¢3-1(d)}
“of.., $ : 980
B. Securities borrowings, at market value ........... {1410} [1728]
from outsiders $ [ 990]
C. Pursuant 1o secured demand note
collateral agreemenms ..cvvemervmeeerenrsiscrassrissis [1420] [1730]
1. from outsiders $ {1000}
2. includes equity subordination (15¢3-1(d
of ... $ [1010]
D. Exchange memberships contributed for
use of company, at market valug ...........veeeeesene (1430 (1740]
E. Accounts and other borrowings not
qualified for net capital PUPDSES ......corecrnrericnes 1220 1440 17
20. TOTAL LIABILITIES ceooeeeeeecoeeenneseermeennne $ 353,328 Jie30] § 1450] $ 353,328 117
Ownership Equity
27 5018 PIOPIEIOTSIID «.evseeroeeesssrseasresesceses s sssesssessessesassas o 5 5840 5525258840354 8108858 R EEL L 9045 4 AR B 3 1770
22. Partnership (limited PARREIS) e reesseersecesmmsessssessassmes T ($ 1020} 1780]
23. Corporation:
A PURIBITEO STOCK ....v.ooieeimmscoesraseeaseessscneseseiesreresss e ssassrs s s e o441 4840448 LR AR08 44 BTSSP AR PR RO 118 1791
B. COMIIION SIOCK ......s.eessecimeacssssmsssasssissssssssessssossesse omtssese8smmsermststtrts4eeess s 458721+ 25 55 8EF8FRRSF LSRR RS8R AE S e e a1 e 15,000 11792
C. Additional paid-in capita! 448,000 |1793
D. Retained eamings (13.601) 1794
E. Total... eeeeeee 43240325 8832913084 9 8 1+ 34812 255545k 5 R £ 4R R AR 443,379 |97
F. 1855 CAPIAl SIOCK I IBASUTY crvvverecercararasrarsmesssrassarsrassassessarsartsss omaa 48 5888 bt senerssermarombresees s et s et s ARSI RRAR B8 e bbb hm ek sl 1} 1796
24, TOTAL OWNERSHIP BQUITY oo mcmusesemssetecmesveesessovesseterasessiass e ranss asessssssssssssssss st sessnsssn et bea oo inbessssasnesass s sisrasnaeasanssn $ 449,399 [1800
25, TOTAL LIABILITIES AND OWNERSHIP EQUITY ..e.vreieieeceoececomsereorsnssasssnsessmssssemsssressssrssenss sessassssasssasss seosssasss sseasssasasamssnsssansase $ 802,727 11810
OMIT PENNIES

SEC 1696 (02-03) 5 of 16
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER 7 asof _12/31/06
SPECTRUM CAPITAL, INC.

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial Condition 449,399 [a48
2. Deduct ownership equity not aliowable for Net Capial ........coccrcrneanee. )] 3490
3. Total ownership equity qualified for Net Capital e 449,399  [3500
4. Add:
A. Liabilities subordinated to claims of general creditors atlowable in computation of Nel Capital ..o voveeee oo 3520
B. Other (deductions} or afowable credits (List) ..... e R bkt se s RSt e 3525
5. Total capital and allowable subardinaled habilities........ S ereb A1t e 8ot eeenes et $ 449,359 [3530
‘6. Deductions and/or charges:
A. Total non-allowable asseis from -
Statement of Financial Condition (Notes B and C) ..evvceereoeceroeooroeoeeoeeenee e g 387,480 3530
B. Secured demand note delinquency 3590
C. Commodity futures contracts and spot commodities -
proprietary capital charges 3600
D. Other deductions and/or charges ) 3610] 387,480 (362
7. Dther additions and/oF Allowable CrEHS (LIST w..vvvremeecerrressmsersnssansssssssssssssoms soemoeoeeceseeeasssnssrssseesesessmemmsesssoseoes . 3630
8. Net capital before haircuts on securities positions et bt ee s b e e ets e et e bermeen .n$ 61,019 {3640
9. Haircuts on securities (computed, where applicable, pursuant to 15c3-1(f)): :
A. Contractual securities COMMHMENS ...evesueseescessereer i . . H 3660
B. Subordinaled securities borrowings 3670
C. Trading and investment securities:
1. EXEMIPIEA SBCUMHES ...........ooeoececreresacessemacmneneenresessesssesse s sssasesssssssssssesessommessossees A" 3735
2. Debt securities sttt e as e e s nasanmans 3733
3. Options . : 3730
4. Other securities 3734
D. Undue Conceniration 3650
E. OMRBI{LIST) oo msssn s ssnss s s rss s st e mesemereresssssarnessssseseressenns 3736 | 3740
10. Net Capitat e e $ 61,919 [arsn]
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART [IA

BROKER OR DEALER SPECTRUM CAPITAL, INC. asof __12/31/06

COMPUTATION GF NET CAPITAL REQUIREMENT

Part A
11, MInIMUM NEL CAPILAl FEQUINED (57,5 OF N8 18) w.veerrareemerarsesemeesaseeonsoesesrres oo et e e $ 23,555 [a758]
12. Minimum dolfar net capital requirement of reperting broker or dealer and minimum net capital requirement

of subsidiaries computed in accordance with Note (A) s 50,000 3758

13. Net capital requirement (greater of ling 11 05 12) .... 50,000 {37ep
14, Excess net capital (Iing 101885 13) v revvsccmnnicsmacsssnsnrcsacs 11,919 {3770
15. Excess net capital a 1000% (line 10 less 10% of line 19) ... oot stme e esms st s srsmsmeme e e srs et senses e D 26,58 13780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.). liabilities from Statement of Financial Condition ..., eveeeeee e e e e e sk e e e $ 353,328 [37g0)
17. Add;

A. Drafis for immediate €redil ... i n$ [3800]

B. Market value of securities borrowed for which no equwalenl value

is paid or credited e reE et b bR bbb $ 3810

C. Qther unrecorded amounts (List) . $ 3820] $ 3830
18. Total aggregate indebtedness...... ] 353,328 |3840
19. Percentage of aggregate indebtedness 1o net capital {line 18 + by line 10} ......... % 571 |3ss0
20. Percentage of debl to debt-equity tola! compuled in accordance with Rule 15¢3-1(d) ..o % 0 13860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
21. 2% of combined aggregate debil items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debils.......... $ [3970]
22, Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement of

subsidiaries computed in 2cCOrdANCE WItN NBIE [A) ..o ieee i iisscssessssssssrss s sssss sesssssranssssenssssmssasssssmasssssassmsssrassassss rasssss sansns sesss s 3880
23. Net capital requirement {greater of ine 21 0F 22} vvveerers e revrnens eteeserae e R e A A o ShESS SRR e e b b st $ 3760
24. Excess capital (line 10 less 23) $ 3910
25. Net capital in excess of the greater of:

A. 5% of combined aggregate debit items or $120,000 ..... $ [3920]
NOTES:

(A) The minimum net capital requirement should be computed by addmn the minimum dollar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consotidated, the greater of:
1. Minimum dollar net capital requirement , of
2. 6%% of aggregate indebtedness or 4% of aggregate debits if allerative method is used.

({B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreemems not in satisfactory form
and the market values of memberships in exchanges contributed for use of company (conira 1o item 1740) and pariners’ securities which were included in non-allowable
assels,

(C) For reporis filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material non-allowable assets,
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'FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER SPECTRUM CAPITAL, INC. _
For the period (MMDDYY) trom301/01/06[39331012/31/06 7973
Number of months included in this stalement 12 3931

STATEMENT OF INCOME (L0SS)

REVENUE
1. Commissions:
a. Commissions en transactions in exchange listed equity securities executed on an exchange S 1 3935
b. Commissions on listed oplion IANSACHDNS .....vuvvvrmrecerreriserrsisrssss e ssmssmsssasss s ssnserasesnassnssnsssisses fevaras s ssans sos bssbmemsemsmssses ssmsenssnns %5 3938
€. Al OthEF SBCUMLIES COMMISSIONS ovvvvsvesusiessssssssssssssssssissssnssssoessmsmmsiene beeememmsmmesebeesits 4ot teesesseosreesesessemest sasasesemmesessssseeemesoesessessenns 109,739 {3839
d. Total securilies COMMISSIORS ........... . 109,739 }3940
2. Gains or fosses on firm secunties trading accounts
& From market making in options on a national securities eXChange ..o eeeeevcereveeeeeeeesnne . 35945
b. From all other trading b4k s st eessaea s et aseto RSttt es SRRt et a4 LR S e ReT e PRI ARIFY AR EREF A e RS AR eSS RE e 3949
c. Total gain {loss) .. evereeer st et repes 3950
3. Gains or losses on firm SECUMNIES MVESIMEBNT BECOUNIS .....ccveiieveviisiesieseimietereeeestessrtsabms sessemssssasesmsseasas siases resossssemmstassassssresinnssepeess 3952
4. Profit (loss) from underwriting and selling groups - % 3955
5. Revenue from sale of INVESIMEN COMPANY SNATES .....uueuusierrsrnceesesnsessemssessissssss s ssssssseens s sesssssssssssissasmsesemsassseesreemon 3,499,305 |3970
6. Commodities revenue . erteesaesRaseeEEE oAbt O A b B AR RR A £ AE Aot Rk bon 1434 £ b eren st seneenen 3990
7. Fees for account supervision, investment advisory and adminiSHAVE SEIVICES .........ceviriecsresrercrmssessmms nssesssseses e smsssssssssssssonssees 3975
8. DB TBVENUE ..\vocevseeevesssvsesersasseresesessessss erecrassasseasesss s eEs s 8 AR LA EASE 00834 R R A BAA R ettt 207,146 [3095
9. Total reVENUE..ccverrerrrrerrennes $ 3,816,190 [4030
EXPENSES
10, Salaries and other employment costs for general partners and voting StOCKhOIMEr OFICEFS ..uu.uervee e enesnresese e srsmssseeseesesnne 4120
11. Other employee compensation and benefits ........... 267,411 4115
12, Commissions paid to Other DIOKEI-GRAIBTS ...........coceeeeeeereeraetceerveanceseeersesceanes eesrenerrs saeras 4140
13. Interest expense e vareerraspre YT PSSR OO L RS R RS R R R TSR TR SE SRS AR AR 01 i S A SRS bk emee s meesee s ns b et sesemmeeseane seens 4075
a. Includes interest on accounts subject to subordination agreements ........cc.ooeceeeeeeeveeeeerseeenen [4070|
14, ReQUIZONY 1EES 2N BXDENSES ...co.vvverserrassrnsssesiesesssssssassaessssssssssasssssisssassssnssss ot msene . . 27,274 [a195
15. Other expenses rereexmim e e e et e eSS RS AR ER R R et astati s e b et s et s et 3,509,113 J4100
16. Total expenses srarererar e R e At s s es s . § 3.803,798 |4200
NET INCOME
17. Income (Joss) before Federal income taxes and items below (ftem 9 less ltem 16) $ 12,392 [4210
18. Provision for Federa) income faxes (for parent only) ........cccereeccrneens % 4220
19. Equity in earnings {losses) of unconsolidated subsidiaries rot included above ................. bt st seps e 4222
a. After Federal income taxes of veeneresssoseenreseassrrsssinaes {4338] ‘
20. Extraordinary gains (losses) [4274]
a, AHer Federal income taxes of ; [4239]
21. Cumulative effect of changes in ACCOUNTNG PINCIPIES ..o eeee e s v et s cvne s ares e rere s srstrvaressesrasesms e st s bt pe bt sttt et bmerteen s beme s 4225
22. Netincome (loss) after Federal income taxes and extraordinaly HBMS ... oo eersomsseerssssmsssssrsssnssssisessssssonssomoensseores . § 12,392 |4230
MONTHLY INCOME
23. Income (current month only) before provision for Federal income taxes and EXIAOTAINANY HEMS ovviieeemssieeemsteeemsoneeeemeseseeenereenen $ | 421 1!

SEC 1696 (02-03) 11 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER SPECTRUM CAPITAL, INC.
For the period (MMDDYY) from01/01/06  to _12/31/06
STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)
1. Balance, DEGINNING OF PEADG ..owveveeeeseermesisesasssssssessssssasssmsssenssesossase $ 452,007 [d240
A. Netincome (loss)... et eeAeee RS ve SRR R4 TR SRR 45 R 8 et b 17,397 4250
8. Additions (Includes non-conforming capital OF ......ovveevieniecncienns I 3 4252]) 4260
C. Deductions {Includes non-conforming Captal O ..........cco.oveucereessersremssmissnessirssnssossessessesestvessns $ 4272]) (15,000} 4270
2. Balance, end of PEriod (FFOM REM 1800) ............c..meeerroreeeresereessessssess e ssssesomssssmsessssesseoost s stb bS8 et b s sttt et $ 449,399 [a900]
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
3. Balance, beginning of PEROT ..ericseniscmicrsssri s isseassneserasenens k7L ) 0 [300
Ao INCTBASES ... veurrussssonssssosemesnmorsmssssssssersssssssessessensssmssnssneesssasnassorssase 4310
B. DIBLIBASES .........ocooocrseesasmsseresssmsssecssenseaseemssrscemrasasissassassss s soses seesaces esesesemsascescanes seasmps oot o smseseomees LR r R 4ot a8 8 oot araesnrstmsssssRaastass 4320
4. Balance, end of period (From fem 3520 .....ooouocoreeereercmeee e retbeeresresteseasnemnt et e $ 0 [ 4330]

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPOIRT
PART 1IA

asof 12/31/06

BROKER OR DEALER : SPECTRUM CAPITAL, INC.
EXEMPTIVE PROVISION UNDER RULE 15¢3-3

24. 1t an exemption from Rule 15¢3-1 is claimed, identify belaw the section upon which such exemption is based (check one only)

A. {K)(1) — $2,500 capital category as per Rule 15¢3-1 - 4550
B. (K)(2)(A) - “Special Account for the Exclusive Benefit of CUSIOMErS” MAMANED ....o.comecic s smsrrmraren st seenessssas s 4560
€. {KH2)(B) — All customer lransaclions cleared through another broker-dealer on 2 fulty disclosed basis.
Name of clearing firm%, PERSHING, L.L.C. X 4570
D. {k)(3) — Exempted by order of the Commission (INCIUAE COPY OF TBHEIY wuvurerrererremtcssssanss mmsssssccemmiimsasssnsan st st 4580
Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Net Capital.
Type of Proposed . . Amount {o be
Withdrawal or Withdrawn (cash (MMDDYY} Expect
Accrual Insider or amount and/or Net Withdrawal or to
{See below Outsider? Capital Value of Maturity Renew
for code ) Name of Lendar or Contribulor {Inor Cut) Securities) Date (Yes or No)
L 14600] [4601] [4602] {4603 f4604] [4605]
% {4610] [4611] [4612] [4613] [4614] {4615]
% I 4620| | 4621 | |4822 | ) [4623 | i 4624| [ 4625|
k" 4630 [4831 | [4632 | 4633 | [ 4634] 4635|
s [4640] 4641 4642 [4643) 4644 4645
Total $3 0 {4s99]

OMIT PENNIES

Instructions; Detail Listing mustinclude the total of items maturing during the six month period following the report date, regardless of whether or not the capital contribution is
expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six month period following the report date including
the proposed redemption of stock and anlicipated accruals which would cause a reduction of Net Capital. These anticipated accruals would include amounts of
bonuses, partners’ drawing accounts, taxes, and Interest on capilal, voluntary contributions to pension or profit sharing plans, etc., which have not been deducted
in the computation of Net Capital, but which you anlicipate will be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. ‘ Equity Capital
2. Subordinated Liabilities
3. Accrueals
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SPECTRUM CAPITAL, INC.
SCHEDULE OF NON-ALLOWABLE ASSETS

December 31, 2006

Non-Allowable Assets:

Receivables from Non-Customers:

Non-Allowable Commissions by Date or Product Type .............. $ 42,706
Less Related Commissions Payable .. .............. ... .. ... (35,656)
Other Receivables . ... ... .. .. . . 94,886

5 101,936

Fumiture and Equipment, Net .. ... ... .. ... ... ... ..., 22,069

Other Assets:

Goodwill . ... .. 243,000
Prepaid Expenses . .......... ... ... ... ... . ... ..., 20,475

263,475

Total Non-Allowable Assets $ 387,480




INDEPENDENT AUDITOR’S REPORT ON INTERNAL
CONTROL REQUIRED BY SEC RULE 17a-5

NiCh OIS, Rise & Centified Public Accountants and Consultants
Company, L.L.P.

To the Board of Directors
Spectrum Capital, Inc.

In planning and performing our audit of the financial statements of Spectrum Capital, Inc. (the
Company), as of and for the year ended December 31, 2006, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal control over
financial reporting (internal control) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s internal control

Also, as required by rule 17a-5(g}(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including consideration of control
activities for safeguarding securities. This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of
aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did not review
the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation
of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by rule 15¢3-3

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs of
controls and of the practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two
of the objectives of internal control and the practices and procedures are to provide management with
reasonable butnot absolute assurance that assets for which the Company has responsibility are safeguarded
against loss from unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in condmons or that
the effectiveness of their design and operation may deteriorate.
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A control deficiency exists when the design or operation of a contro! does not allow management or employees, in the normal
course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant deficiency is
a control deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting principles such that there is more than
aremote likelihood that a misstatement of the entity’s financial statements that is more than inconsequertial will not be prevented
or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial statements will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and would not
necessarily identify all deficiencies in internal control that might be material weaknesses. We did not identify any deficiencies
in internal contrel and control activities for safeguarding securities that we consider to be material weaknesses, as defined above.
However, we identified the following deficiency in internal control that we consider to be a significant deficiency, as defined
above. This condition was considered in determining the nature, timing, and extent of the procedures performed in our audit of
the financial statements of Spectrum Capital, Inc. as of and for the year ended December 31, 2006, and this report does not affect
our report thereon dated February 20, 2007. :

The Company needs to improve its system of recording and reporting monthly accounts payable.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of this report
are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the Company’s practices and

procedures, as described in the second paragraph of this report, were adequate at December 31, 2006, to meet the SEC’s
objectives,

This report is intended solely for the information and use of the board of directors, management, the SEC, and other regulatory
agencies thatrely onrule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers,
and is not intended to be and should not be used by anyone other than these specified parties.

%W,&,/fuu & W?/ ,?é{p

Sioux City, lowa
February 20, 2007

END




